DOCUMENT RESUME 



ED 421 941 HE 031 479 

Official Cohort Default Rate Guide, FY 1996. 

Department of Education, Washington, DC. Default Management 
Div. 

1998-10-00 
269p. 

U.S. Department of Education, Default Management Division, 
ROB-3, Room 3905, 600 Independence Ave . , SW, Washington, DC 
20202-5353; phone: 202-708-9396; e-mail: 
IPOS_Default_Management_Division@ed.gov 
Reports - Evaluative (142) 

MF01/PC11 Plus Postage. 

♦College Students; Due Process; * Federal Aid; Government 
School Relationship; Higher Education; *Loan Default; Loan 
Repayment; Records (Forms) ,* Statistical Data,* *Student 
Financial Aid; *Student Loan Programs 

Family Education Loan Program; Federal Direct Student Loan 
Program 

This publication is intended to accompany the official 
cohort default rate notification letters sent to postsecondary schools each 
year and to be used by the schools in preparing materials used for appeals. 
The guide covers the Federal Family Education Loan Program and/or William D. 
Ford Direct Loan Program cohort rates and does not contain individual school 
cohort default rates or guaranty agency or lender cohort default rates. The 
report explains how the Department of Education calculates and reports fiscal 
year official cohort default rates; the effects these rates have on schools; 
schools’ eligibility to request a rate adjustment; and schools' appeal 
rights. Following an introduction, a section provides general information on 
cohort default rates, sanctions, and the loan record detail report. Another 
section is on appeals. A subsection for schools offers guidance for the 
following types of appeals: request for adjustment, erroneous data appeal, 
improper loan servicing and collection appeal, and exceptional mitigating 
circumstances appeal. A subsection for guaranty agencies provides information 
on monthly status reports, requests for adjustment, the exceptional 
mitigating circumstances appeal, the erroneous data appeal, and the improper 
loan servicing and collection appeal. Six appendices list guaranty agency 
contacts, direct loan servicer contacts. Department of Education contacts, 
text of relevant regulations, and user comments on the guide. (DB) 



TITLE 

INSTITUTION 

PUB DATE 
NOTE 

AVAILABLE FROM 



PUB TYPE 
EDRS PRICE 
DESCRIPTORS 



IDENTIFIERS 



ABSTRACT 



******************************************************************************** 

* Reproductions supplied by EDRS are the best that can be made * 

* from the original document. * 

******************************************************************************** 



ED 421 941 






<$\ 

(\ 



|nA 









U.S. DEPARTMENT OF EDUCATION 

Office of Educational Research and Improvement 

EDUCATIONAL RESOURCES INFORMATION 
S CENTER (ERIC) 

m3 "fhis document has been reproduced as 
received from the person or organization 
originating it. 



□ Minor changes have been made to 
improve reproduction quality. 





Points of view or opinions stated in this 
document do not necessarily represent 
official OERI position or policy. 



O 

ERIC 



Oofamltt Do¥dso®oi 








O 





tt. 




II inform ailtDoni 



U.S. Department of Education Website 

http://www.ed.gov 

Code of Federal Regulations (CFR) 

http://ifap.ed.gov 

Federal Register 

http://ifap.ed.gov 

Higher Education Act of 1965 (HEA), as 
amended 

http://ifap.ed.gov 







Federal Student Aid Information Center 

If you need copies of the Department’s 
regulations, “Dear Colleague” letters, or 
other student aid publications 
(800) 433-3243 
http.//ifap.ed.gov 

SFA Customer Support Branch 

(800) 433-7327 



U.S. Department of Education 
Debt Collection Service (DCS) 

If you have questions about collection of individual 
defaulted loans assigned to the Department 
(800)621-3115 

U.S. Department of Education 

Guarantor and Lender Oversight Service (GLOS) 

If you need information on lender or guaranty agency 

cohort default rates 

(202)401-7482 

U.S. Department ofEducation 

Institutional Participation and Oversight Service 

(IPOS) 

If you have questions about recertification, audit 
resolution, financial analysis, program review, and 
institution improvement 
(202)205-0183 

U.S. Department of Education 
Default Management Division 

If you have questions about cohort default rates 
(202) 708-9396 

e-mail: IPOS_Default_Management_Division@ed.gov 



Ordering FAFSAs 

(800) 284-2788 

FAFSA on the Web 

(800) 801-0576 
http://www.fafsa.ed.gov 
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What is this guide? 

The FY 1996 Official Cohort Default Rate Guide (Guide) is a 
publication that the U.S. Department of Education (the Department) 
sends to postsecondary schools along with their official cohort default 
rate notification letters each fiscal year. This guide should be used for 
that appeal material that is prepared after the release of the FY 1996 
official cohort default rates but prior to the release of the FY 1 997 
official cohort default rates. The guide discusses: 

o how the Department calculates and reports fiscal year official 
cohort default rates, 

o the effects these rates have on schools, 

o schools’ eligibility to request a rate adjustment, 

AND 

o schools’ appeal rights. 




This guide is about school Federal Family 
Education Loan (FFEL) Program and/or William 
D. Ford Direct Loan (Direct Loan) Program 
cohort rates. 



❖ It does NOT contain actual school cohort default 
rates. 



AND 



It does NOT contain guaranty agency or 
lender cohort default rates. 
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Official cohort default rates are 
released to the public. 



This guide does not discuss 
Perkins cohort default rates. 
For information on Perkins 
cohort default rates, please call 
(202)708-8242. 



If you would like to make 
comments on this guide, please 
fill out and return the “User 
Comments” worksheet on page 
3 in Appendix F. 
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Introduction 



WWcBd sttudeolt teams are included So a cohort 
defayDft rate? 



A cohort default rate is calculated using Federal Family Education 
Loan (FFEL) Program loans and/or William D. Ford Direct Loan 
(Direct Loan) Program loans, creating a snapshot of student 
borrowers who entered repayment on their loans during a statutorily- 
mandated time period. Nonfederal student loans and other federal 
loans are not included in the calculation. 



If a school’s former students enter repayment on loans from only one of 
these programs in a given fiscal year, it will receive a cohort default 
rate based solely on the loans entering repayment in that loan 
program. If a school has loans entering repayment from both the 
FFEL Program and Direct Loan Program, the Department will 
calculate a “dual-program" official cohort rate that includes both types 
of loans. This means that a school will receive one of the following 
types of official cohort rates 1 : 



(1 ) an FFEL Program official cohort default rate, 



Regulations use the term 
“weighted average cohort rate” 
as the name for the rate that 
includes both Direct Loans and 
FFEL Program Loans. This 
guide uses the term 
“dual-program cohort rate” to 
describe the same rate and 
calculation. ; < • * 



(2) a Direct Loan Program official cohort rate, 
OR 

(3) a dual-program official cohort rate. 




In this guide, the term “cohort default rate ’’applies to 
FFEL Program, Direct Loan Program, and dual- 
program cohort rates unless otherwise stated. 
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1 . 34 CFR § 668. 1 7 (d), (e), and (0 



7 



FY 1996 Official Cohort Default Rate Guide 



Introduction ' 




y©w is si “feofl 
©aflcyflsitedl? 



rate” 



A school’s fiscal year cohort default rate is calculated based on the - 
percentage of a school’s FFEL Program and/or Direct Loan Program 
student borrowers who entered repayment on their student loans in a 
specific federal fiscal year (October 1 to September 30) and then 
defaulted (or, in the Direct Loan Program, for proprietary non-degree 
granting schools, entered into the Income Contingent Repayment 
[ICR] Plan and met certain conditions) before the end of the following 
fiscal year. 

The Department calculates cohortdefault rates for postsecondary t 
schools using a formula included in the Higher Education Act of 1 965, < - 
as amended (HEA). 



y©w d© sted©oi1t floaim defray flit rates affffecit a 
s©fln©©fl? 



There are consequences for schools with official cohort default rates 
that exceed certain thresholds. The HEA and Department regulations 
describe these consequences and the sanctions that apply when a 
school’s cohort default rate is at or above certain percentages. 2 
These consequences, sanctions, and threshold percentages are 
detailed throughout this guide; in addition, relevant parts of the HEA 
and the Department’s regulations are in Appendix E. 



o Specifically, the HEA and the Department’s regulations 
mandate that a school with an official cohort default rate of 
25.0 percent or greater for the three most recent fiscal years 
(in this case, FY 1 994, FY 1 995, and FY 1 996) loses eligibility 
to participate in the FFEL Program 3 and/or the Direct Loan 
Program. Such an institution is ineligible to participate in the 
FFEL Program and/or Direct Loan Program for the remainder 
of the fiscal year in which the cohort default rate is released 
and for the two succeeding fiscal years, UNLESS the 
institution successfully appeals its loss of eligibility. 4 



2 . 




3. 

4. 



At the time of the publication of this Guide, the loss of FFEL Program and Direct Loan Program 
eligibility sanctions do NOT apply to historically black colleges and universities, tribally 
controlled community colleges, and Navajo community colleges until July 1, 1998. See HEA 
Section 435(a)(2)(C) and 34 CFR § 668. 1 7(b)(5). 

HEA Section 435(a)(2) 

HEA Section 435(a)(2) and 34 CFR § 668. 17(b) 



FY 1996 Official Cohort Default Rate Guide 

O 

ERIC 



See page 7 for more detailed 
information about calculating 
cohort default rates. 



See page 17 for more detailed 
information regarding sanctions. 
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o A school whose official cohort default rate is greater than 
40.0 percent for a fiscal year may have its eligibility to 
participate in all Title IV student financial assistance programs 
limited, suspended, orterminated (LS&T). 5 




The Department will relieve the school of a proposed 
LS&T action due to high cohort default rates if the 
school successfully appeals its cohort default rate and 
brings it below 40. 1 %. Because an LS&T action can be 
imposed on multiple grounds, however, a reduction in a 
school’s cohort default rate does not preclude the 
Department from proceeding against the school for 
othercauses. 



To vdrilyfSvhcAer 
school is eligible t* 
read the specific a] 
sections beginning 
33 or turn to the / 
Eligibility workshi 
31. 


i jwiri; 
a appeal, 
ppeal 
on page 
Appeal 
set on page 




The appeal sectior 
request for aidjustn 
in Mis guide detail 
eligibility and subr 
requirements. 


ts and the 
aent section 
specific 
nission 



Wlhiatt types ©ff appeals may a school submit? 

A school may have the right to appeal based on: 
o erroneous data (see page 43), 6 
o improper loan servicing and collection (see page 71), 7 
AND/OR 

o exceptional mitigating circumstances (see page 99). 8 

Appeals on the basis of erroneous data and/or 
improper loan servicing and collection address 
information included when calculating a school’s official 
cohort default rate; appeals on the basis of exceptional 
mitigating circumstances do not address the cohort 
default rate, but deal with specific circumstances that 
may allow a school to continue in the FFEL Program 
and/or Direct Loan Program. 




In addition, a school may submit a request for adjustment to its official 
cohort default rate if it challenged errors during the draft data review 
process AND the guaranty agency and/or Direct Loan servicer 
correctly agreed to make the changes BUT the changes are not 
reflected in the data used to calculate the official cohort default rate. 
See page 33 for further information on submitting a request for 
adjustment. 
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5. 34 CFR§ 668. 17(a)(2) 

6. 34 CFR § 668. 1 7(c)( 1 )(i) 

7. 34 CFR §668. 17(h) 

8. 34 CFR § 668. 1 7(c)(l)(ii) 
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This section includes information about cohort default rates, 
sanctions associated with official cohort default rates, and the 
Loan Record Detail Report (formerly referred to as backup 
data). 



Whaft is a cohort defayflft irate? 

A cohort default rate is the percentage of a school’s student 
borrowers who enter repayment on certain FFEL Program and/or 
Direct Loan Program loans during a particular fiscal year and default 
or meet other certain conditions before the end of the next fiscal year. 
The cohort default rate may be an FFEL Program cohort default rate, 
a Direct Loan Program cohort rate, or a dual-program cohort rate 
depending on the type or types of student loans that comprise the 
rate. 

An FFEL Program cohort default rate 1 is the cohort default rate for 
schools whose students have only FFEL Program loans entering 
repayment during a particular fiscal year. It is the percentage of a 
school’s students who enter repayment on certain FFEL Program 
loans during a particular fiscal year and default within the fiscal year in 
which the loans entered repayment or the next fiscal year. 



A Direct Loan Program cohort rate 2 is the cohort rate for schools 
whose students have only Direct Loan Program loans entering 
repayment during a particular fiscal year. It is the percentage of a 
school’s borrowers who enter repayment on certain Direct Loan . 
Program loans during a particular fiscal year and default or meet other 
certain conditions within the fiscal year in which the loans entered 
repayment or the next fiscal year. 



Other conditions: Direct Loan borrowers who attend a non-degree 
granting proprietary school whose scheduled payments under an ICR 
plan are less than the interest accruing on the loan are also 
considered as in default in the cohort rate if that student entered 
repayment and the ICR repayment condition has existed for at least 
270 days within the cohort period in question. 

1. 34 CFR§ 668.17(d) 

2. 34 CFR§ 668.17(e) 
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This guide will use the term 
“cohort default rate” to refer 
to a school’s FFEL Program 
cohort default rate. Direct 
Loan Program cohort rate, or 
dual-program cohort rate. 




A school does not select 
whether it has an FFEL Program 
cohort default rate, a Direct 
Loan Program cohort rate, or a 
dual-program cohort rate. The 
rate is determined by the 
Department on the basis of the 
types of loans that enter 
repayment in a given cohort 
period. 
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Cohort Default Rates 



Regulations use the term 
“weighted average cohort rate ” 
This guide uses the term 
“dual-program cohort rate" to 
describe the same rate and 
calculation: ySSi®?* - 



A dual-program cohort rate 3 is the cohort rate for schools whose 
student borrowers have both FFEL Program and Direct Loan Program 
loans entering repayment during a particularfiscal year. It is the 
percentage of a school’s students who enter repayment on certain 
FFEL Program and Direct Loan Program loans during a particular 
fiscal year and default or meet other certain conditions within the fiscal 
year i n wh ich the loans entered repayment or the next fiscal year. 

Other conditions: Direct Loan borrowers who attend a non-degree 
granting proprietary school whose scheduled payments underan ICR 
plan are less than the interest accruing on the loan are also considered 
as in default in the cohort rate if that student entered repayment and the 
ICR repayment condition has existed for at least 270 days within the 
cohort period in question. I 



The Department may take administrative actions against a school on 
the basis of its official cohort default rate(s). The different 
administrative actions associated with high cohort default rates and a 
school’s appeal rights are discussed beginning on pages 17 and 29, 
respectively. 



The cohort default rate is calculated on the basis of FFEL Program 
and/or Direct Loan Program loans. The FFEL Program loans included 
in the calculation are subsidized and unsubsidized Federal Stafford 
Loans (FFEL/Stafford Loans) and Federal Supplemental Loans for 
Students (Federal SLS Loans). The Direct Loan Program loans 
included in the calculation are subsidized and unsubsidized Federal 
Direct Stafford Program Loans (DL/Stafford Loans.) 



The following loans are NOT included in the cohort default rate 
calculation: Federal PLUS Loans, Federal Direct PLUS Loans, 
Federal Insured Student Loans, and Federal Perkins Loans. 




Federal Consolidation Loans and Federal Direct 
Consolidation Loans are not counted directly in the 
cohort default rate calculation. However, the status of a 
consolidation loan may affectthetreatmentoftheloan(s) 
that was paid off by the consolidation loan. A discussion 
of consolidation loans is on page 1 3. 



Page 6 

o 



3. 34 CFR§ 668.17(f) 



FY 1996 Official Cohort Default Rate Guide 



General Information 



The formula the Department uses for calculating a school’s cohort 
default rate depends on the number of student borrowers from that 
school entering repayment in the particularfiscal year. 

Calculation: For a school with 30 or more borrowers entering 
repayment during FY 1 996, the FY 1 996 cohort default rate is 
calculated as follows: 4 






100 



the number of students who entered repayment in 
FY 1996 and who defaulted or met other certain 
conditions before the end of FY 1997 (Numerator) 



h>>;rv 



the number of students who entered repayment 
in FY 1996 (Denominator) 







Note 



O^er conditions: Direct Loan borrowers who 
attend a non-degree granting proprietary school 



A/p!; 

KH's' 















days. 5 






Example: School A certified 90 loans for 90 students that 
entered repayment in FY 1996 (denominator). Of those 
students, 8 defaulted priorto October 1 , 1997 (numerator). 
School A’s cohort default rate is calculated by dividing 8 by 90 
and multiplying the result by 1 00 to produce a cohort default 
rate of 8.9%. 










8.9% 
















4. 34 CFR § 668. 1 7(d), (e), and (f) 

5. 34 CFR § 668. 1 7(e)(l)(ii) 
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General Information 



Cohort Default Rates 



Calculation: For a school with fewer than 30 borrowers entering 
repayment during FY 1 996, the FY 1 996 cohort default rate is 
calculated as follows: 6 




Example: School B certified loans for the following students: 

1 0 students that entered repayment in FY 1 994, 20 students 
that entered repayment in FY 1 995, and 29 students that 
entered repayment in FY 1 996. 1 0+20+29=59 (denominator). 
Of those 59 students, 2 students entered repayment in FY 1 994 
and defaulted before the end of FY 1995; 6 students entered 
repayment in FY 1 995 and defaulted before the end of FY 
1 996; and 4 students entered repayment in FY 1 996 and 
defaulted before the end of FY 1 997. 2+6+4=12 (numerator). 
School B’s average cohort default rate is calculated by dividing 
1 2 by 59 and multiplying the result by 1 00 to produce an 
average cohort default rate of 20.3%. 




6. 34 CFR§ 668.17(d), (e), and (f) 

7. 34 CFR § 668.17(eXl)(ii) 
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General Information 



Cohort Default Rates 



Whatt iff my school has less than 3® booroweirs 
entering repayment! hot does mot ha¥© prior 



Your school will receive an unofficial cohort default rate. 



An unofficial cohort default rate is based on the actual percentage of 
borrowersentering repayment in a given fiscal year and defaulting in 
that fiscal year or the next fiscal year. A school only receives an 
unofficial cohort default rate if it has less than 30 borrowers entering 
repayment in a given fiscal year and the school does not have two 
prior years of cohort default rate data with which to average the 
current yeardata. 




An unofficial cohort default rate does not have any 
consequences associated with it and it cannot be 
appealed UNLESS it is later used as a part of an 
average cohort default rate that results in sanctions 
being taken against a school. 



How does fth© Depaotmeeift determine which 
loans ao°e placed on the denominator off the 



Loans included in the denominator of the FY 1 996 cohort default rate 
calculation are FFEL Program and Direct Loan Program loans that 
entered repayment in FY 1996. 



Different loan types enter repayment under different rules. 



FFEL Program Stafford Loans enter repayment on the day or 
month following six months of an uninterrupted grace period aftera 
student drops below at least half-time enrollment. 




The repayment date for FFEL Program Stafford Loans 
may be date-specific (for example; 5/1 6/96) or month- 
specific (for example, 5/96) if the loan was converted 
into repayment before March 1 996. Beginning in 
March 1 996, the date entered repayment is date- 
specific. 



For a list of special 
circumstances affecting the 
cohort default rate calculations, 
see page 14. 
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General Information 



Cohort Default Rates 



Direct Loan Program Stafford Loans enter repayment on the day 
following six months of an uninterrupted grace period after a student 
drops below at least half-time enrollment. 

For any Federal SLS Loan that was not reported in a cohort 
period prior to FY 1993, the following definition applies: 

o If a student has both a Federal SLS Loan and a Federal 
Stafford Loan that were both obtained in the same period of 
continuous enrollment, the date entered repayment forthe 
Federal SLS Loan is the same as the date entered repayment 
forthe Federal Stafford Loan. 

o In all other instances, the date entered repayment forthe 
Federal SLS Loan is the day following the day a student is 
no longer enrolled on at least a half-time basis. 

Underthe above guidelines, which were implemented beginning with 
the FY 1993 Cohort default rates, a loan that was reported as having 
entered repayment prior to FY 1993 might also meet the criteria to be 
included in FY 1993orlater. To prevent the possibility of double- 
counting loans, any Federal SLS Loan that was reported in a cohort 
period prior to FY 1993 will not be reported again. 




For a list of special 
circumstances affecting the 
cohort default rate calculation;, 
see page 14;; 



For FFEL Program loans, only defaulted loans are included in the 
numerator of the calculation. Underthe HEA, a borrower is 
considered to be in default on the 1 81 st day of delinquency. However, 
for cohort default rate purposes, a loan is considered to be in 
default only if the guaranty agency has paid a default claim on the loan 
to the lender. The date the guaranty agency reimburses the lenderfor 
the defaulted loan (the claim paid date or CPD) is used to determine if 
the loan will be placed in the numerator of the calculation. 8 



8. 34 CFR § 668. 1 7(d)( 1 )(i)(C) 
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Cohort Default Rates 



For Direct Loan Program loans, loans are included in the 
numerator of the cohort default rate calculation for all types of schools 
when students default. 9 A Direct Loan borrower is considered in 
default on the 181st day of delinquency. However, for cohort default 
rate purposes, a Direct Loan is considered to be in default on the 
271 st day of delinquency. Therefore, the 271 st day of delinquency is 
used to determine if the loan will be placed in the numerator of the 
calculation. In addition, Direct Loans are included in the numerator of 
the cohort default rate calculation for proprietary non-degree-granting 
institutions if the borrowers entered repayment and have been under 
an income contingent repayment plan for 271 days with scheduled 
monthly payments of less than $1 5 that result in negative amortization 
within the cohort period in question. 10 

This table summarizes when a loan is included in the numerator of the 
cohort default rate calculation. 



In the Numerator 

(for Cohort Default Rate Purposes) 




Loans 


lllllifi 


Proprietary 

Non-Degree- 

Granting 

Schools 


Date the insurance 
claim is paid 


271st day of 
delinquency 

OR 

271st day of monthly 
payments on an ICR 
plan that are less than 
$15 resulting in 
negative amortization 


Other Schools 


Date the insurance 
claim is paid 


271st day of 
delinquency 




Please note, a loan is never included in the numerator of 
the cohort default rate calculation unless it is also 
included in the denominator of the cohort default rate 
calculation. 



9. 34 CFR§ 668.17(e)(3) 

10. 34 CFR§ 668.17(e)(l)(ii) 
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General Information 



Cohort Default Rates 



Wfoatt are the tom® frames ©f a ©©hoot peirood? 

The following chart outlines the past five cohort periods and the loans 
included in the cohort default rate calculations. 



Cohort Periods 


Cohort Period 


Loans Included in the Cohort 
Default Rate Calculation* - 


Period of Time 


FY 1992 


students who entered repayment 
on their loans in FY 1992 
and defaulted in FY 1992 or FY 1993 
students who entered repayment on 
their loans in FY 1992 


10-1-91 to 9-30-93 
10-1-91 to 9-30-92 


FY 1993 


students who entered repayment 
on their loans in FY 1993 
and defaulted in FY 1993 or FY 1994 
students who entered repayment on 
their loans in FY 1993 


10-1 -92 to 9-30-94 
10-1 -92 to 9-30-93 


FY 1994 


students who entered repayment 
on their loans in FY 1994 
and defaulted in FY 1994 or FY 1995 
students who entered repayment on 
their loans in FY 1994 


10-1 -93 to 9-30-95 
10-1 -93 to 9-30-94 


FY 1 995 


students who entered repayment 
on their loans in FY 1995 
and defaulted in FY 1995 or FY 1996 
students who entered repayment on 
their loans in FY 1995 


10-1 -94 to 9-30-96 
10-1 -94 to 9-30-95 


FY 1996 


students who entered repayment 
on their loans in FY 1996 
and defaulted in FY 1996 or FY 1997 
students who entered repayment on 
their loans in FY 1996 


10-1 -95 to 9-30-97 
10-1 -95 to 9-30-96 



For the FY 1995 and FY 1996 cohort periods, Direct Loan borrowers who attend a 
non-degree granting proprietary school whose scheduled payments under an ICR plan are 
less than the interest accruing on the loan are also considered in default in the cohort rate if 
that repayment condition has existed for at least 270 days within the cohort period in 
question. 
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What iff a borrower had! more than ©on® Iloami 
®[mt®rDinig repayment dyronig the fiscal! year? 

If a borrower had more than one loan entering repayment in the same 
fiscal year, the borrower is counted ONLY once. 

Example: Terry enrolled in a two-year program at the local 
community college and obtained two FFEL Program Stafford 
loans. Terry graduated in January 1 996 and the loans entered 
repayment in July 1996. Terry failed to make any payments on 
any of the loans. Because a school’s cohort default rate is 
calculated on the basis of an unduplicated borrower count, 
Terry is counted ONLY once in the numerator and denominator 
of the school’s FY 1 996 cohort default rate. 

How does sttudeott loan consolidation afffect a 
school’s cohoift defawit irate? 

Loans that were repaid by a consolidation loan are counted in the 
applicable cohort default rates based on the date on which the 
underlying loans entered repayment. Asa result, if a student defaults 
(or, for proprietary non-degree granting schools, makes payments on 
Direct Loans under the ICR Plan below certain amounts) on a 
consolidation loan during the cohort period in which any of the 
underlying loans entered repayment, those underlying loans are 
counted in default in the cohort default rate for the school where the 
underlying loan(s) was received. 

Example: After graduating from cosmetology school, Chris 
had several loans enter repayment in FY 1 996. Chris obtained 
a consolidation loan in FY 1 997. Chris defaulted on the 
consolidation loan before the end of FY 1997. Because the 
consolidation loan defaulted within the same cohort period in 
which the underlying loans entered repayment, Chris is 
counted once in the numerator and once in the denominator of 
the FY 1996 cohort default rate. 
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Cohort default rates are 
calculated on the basis of an 
unduplicated borrower count. 
Therefore, if a borrower has 
more than one loan entering 
repayment in a cohort default 
rate calculation, that borrower 
will only be counted once in the 
cohort default rate calculation. 



4^. If a student takes out 
loans while attending College A 
and immediately transfers to 
College B and takes out 
additional loans, how are these 
loans included in each school’s 
cohort default rates? 

A* The loans obtained for 
attendance at College A are 
included in College A’s cohort 
default rate calculation and the 
loans obtained for attendance at 
College B are included in 
College B’s cohort default rate 
calculation. 
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The Department freq uently receives q uestions about additional 
special circumstances that may affect how a particular loan is 
considered in calculating a cohort default rate. The following table 
addresses many of these situations. 



Special Circumstances Affecting How 
FY 1996 Cohort Default Rates 
are Calculated 


Special 

Circumstances 


, ■ Effect on the 
Numerator ! 


Effect on the 
Denominator 


Borrowerdefaulted on a 
loan in FY 1996 or FY 
1 997, but the loan was 
then discharged due to 
death, bankruptcy, and/or 
disability: 11 


Include in the numerator 
because the loan defaulted 
prior to death, bankruptcy, 
and/or disability. 


Include in the, 
denominator. 


Prior to default claim 
payment, borrower's loan 
was discharged due to 
death, bankruptcy, and/or 
disability. 


Do not include in the 
numerator because the 
loan did not default prior to 
death, bankruptcy, and/or 
disability. 


Include in the 
denominator. 


A payment is made on a 
loan by the school, its 
owner, agent, or another 
entity or individual affiliated 
with the school to avoid 
default by the borrower. 12 


Include in the numerator 
because the loan is treated 
as in default for cohort 
default rate purposes. 


Include in the 
denominator. 


Borrowerdefaulted but 
the loan was rehabilitated 
before the end of FY 
1997. 13 


Do not include in the 
numerator because the 
loan is not considered in 
default. 


Include in the 
denominator. 
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11. 34 CFR§ 682.402 and 685.212 

12. HEA 435(m)(2)(B) 

13. HEA 435(m)(2)(C). A Direct Loan Program loan is rehabilitated if a borrower has made 

12 consecutive on-time monthly payments before the end of the cohort period in which the 
borrower entered repayment. An FFEL Program loan is rehabilitated if a borrower has made 
12 consecutive on-time monthly payments before the end of the cohort period in which the 
student entered repayment and the loan is sold to a lender. 
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Special Circumstances Affecting How 
FY 1996 Cohort Default Rates 
are Calculated (cont’d) 


mWNB 

Circumstances 

; 


Effect 

Numerator 


Effect on the 
Denominator 


Borrower paid loan in full 
after defaulting on the loan 
during the cohort period in 
which the borrower entered 
repayment and the 
borrowerdid not 
successfully rehabilitate 
his/her loan. 


Include in the numerator 
because the loan defaulted 
prior to the loan being paid 
in full and it was not 
rehabilitated during the 
relevant cohort period . 


Include loan in the 
denominator in the 
fiscal year the loan 
entered repayment. 


Borrower requested and 
was granted a repayment 
schedule that started 
before the date the 
student was originally 
scheduled to enter 
repayment. 


Do not include in the 
numerator if the loan did 
not default. 


Include loan in the 
denominator in the 
fiscal year that the 
new repayment 
schedule start date 
falls into. 
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The sanctions associated with official cohort default rates are: 

o initial loss of FFEL Program and/or Direct Loan Program 
eligibility. This results from FY 1994, FY 1995, and FY 1996 
official cohort default rates that are equal to or greater than 

25.0 percent. 1 

OR 

o extended loss of FFEL Program and/or Direct Loan 
Program eligibility. This occurs when a school lost FFEL 
Program and/or Direct Loan Program eligibility prior to the 
release of the FY 1 996 official cohort default rate due to three 
consecutive cohort default rates equal to or greater than 25.0 
percent, AND all subsequent cohortdefault rates have been 
equal to orgreaterthan 25.0 percent. 2 

AND/OR 

o possible action to limit, suspend, or terminate (LS&T) 
eligibility to participate in all Title IV federal student 
financial assistance programs. This occurs when a 
school’s FY 1996 official cohortdefault rate is greater than 

40.0 percent. 3 



o A school subject to initial or extended loss of FFEL 
Program and/or Direct Loan Program eligibility loses 
eligibility to participate in that program for the remainder of the 
fiscal year in which the school became subject to such a loss 
and for the two subsequent fiscal years. 4 



1. 

2 . 

3. 

4. 



34 CFR§ 668. 17(b) 

Id. 

34 CFR§ 668. 17(a)(2) 

34 CFR § 668. 1 7(b)(3)(i) and (b)(3)(H) 
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^ If a school is subject to LS&T acftioim, the Department may 
initiate an action to limit, suspend, or terminate eligibility to 
participate in all Title IV federal student financial assistance 
programs. 5 



Please see the appeals section^ 
beginning on page 29. 



Yes, a school can appeal the Department’s intent to terminate the 
school’s eligibility to participate in the federally funded programs. 

The appeals may be based on erroneous data, improper loan 
servicing, and exceptional mitigating circumstances provided that 
your school meets the eligibility criteria as described in the appeals 
section of this Guide. Moreover, the appeal procedures described in 
the appeals section beginning on page 29 provide the only methods 
for a school to appeal the Department’s determination of its cohort 
default rate. In other words, if your school fails to submit a timely 
cohort default rate appeal or submits an unsuccessful cohort default 
rate appeal, the Department’s determination on your school’s cohort 
default rates are final. 



Wb®n d©©s to© sdhi©©0 5 § toss ©IF ©Oogilbiflity to 
paottoopate in to© FFEL Program aondtoir Direct 
L©am Program b©e©m© effective? 



A school that loses FFEL 
Program and/or Direct Loan 
Program eligibility may 
continue to disburse funds after 
notification of the loss of the 
school’s eligibility if the 
students receiving the 
disbursements have already 
received initial disbursements 
of the funds prior to the school 
losingeligibility. 



o A school’s participation in the FFEL Program and/or Direct 
Loan Program ends 30 calendar days after the date the 
school receives notification that it is subject to the loss of 
eligibility. 6 

OR 

o If a school timely appeals its loss of eligibility to participate in 
the FFEL Program and/or Direct Loan Program, the school 
remains eligible to participate in the FFEL Program and/or 
Direct Loan Program until the Department issues a final 
decision on the school’s appeal(s) that indicates that the 
school’s appeal(s) was unsuccessful. 7 



5. 34 CFR§ 668. 17(a)(2) 

6. 34 CFR § 668. 17(b)(1), (b)(2), and (b)(3) 

7. 34 CFR §668. 17(b)(6) 
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WhaH os a Doan treeoird] detail (report? 

A Loan Record Detail Report, formerly referred to as backup data or 
BUD, is a report sent to schools by the Department containing 
information on FFEL Program and/or Direct Loan Program loans that 
were used to calculate a school’s cohort default rate. The loan record 
detail report provides loan information about specific borrowers who 
entered repayment during a specified cohort period. 



WMdfo schools reeeiive official Doan record] 
detail (reports? 

The Department sends loan record detail reports to postsecondary 
schools with official cohort default rates equal to or greater than 1 1 .0 
percent. 

If your school would like to review its loan record detail 
report, but did not receive it, use the form on page 27 to 
request your school’s loan record detail report. Your 
request must be submitted to the Department within 10 
working days of receiving your school’s FY 1996 
official cohort default rate notification letter. 




A school should review its report to verify the data used to calculate 
its official cohort default rate. This rate is used to determine if the 
school may be subject to sanctions, so it is important that the school 
verify the accuracy of the data. If errors are found, a school may 
qualify to file a request for adjustment and/or an erroneous data 
appeal. The school’s receipt of the official loan record detail report 
marks the start of strict, regulatory time frames during which the 
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General Information 



Loan Record Detail Report 



Please see page 33 for more 
information on the draft data 
review process. 



school may seek adjustment of or appeal from its official cohort 
default rates. The school’s failure to timely exercise any rights to 
appeal or request an adjustment will result in loss of those rights. 

When determining if a school qualifies for a request for adjustment, 
the school should reconcile its records of its draft data review process 
challenges against the official loan record detail report to verify that: 

o any changes a guaranty agency or Direct Loan servicer 
correctly agreed to make to the data as a result of the draft 
data review process are properly reflected in the school’s FY 
1996 official loan record detail report. 

When checking for erroneous data, a school should review its 
records and information from outside sources, including but hot 
limited to lenders, students, guaranty agencies, the Direct Loan 

servicer, and other schools where former students are enrolled. The 
school should verify that: 



o there is no incorrect data in the loan record detail report, such 
as: 



*** students who are improperly included 
AND/OR 



*** students who are improperly excluded . 

If a school finds inaccurate data, then the school may qualify to submit 
a request for adjustment to its official cohort default rate and/or to file 
an erroneous data appeal. (See the request for adjustment section 
beginning on page 33 and/or the erroneous data appeal section 
beginning on page 43.) 



The Department produces loan record detail reports using student 
loan information that has been electronically submitted to the 
Department’s National Student Loan Data System (NSLDS) by 
guaranty agencies and the Direct Loan servicer. 
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Well a §ch©©l s § diraffS: data amid ©fficiial data fee the 
same? 

Not necessarily. Because guaranty agencies and the Direct Loan 
servicer regularly update loan records electronically on the basis of 
loan information supplied by schools, lenders, and loan servicers, a 
school’s draft data might differ from its official data. 

Air© the loan r@©©ird deftail irepoirts 'subject to the 
Privacy Act? 

Yes, the Privacy Act of 1 974 and the Family Educational Rights and 
Privacy Act (FERPA) applies to all loan record detail reports mailed to 
schools, guaranty agencies, and the Direct Loan servicer, as these 
contain personally identifying information about students who received 
FFEL Program and/or Direct Loan Program loans. These and other 
loan materials are of a private nature. The use of this material is 
covered by the Privacy Act and may be governed by state and local 
laws and regulations. Recipients should take appropriate steps to 
safeguard this material, guarantee that it is used appropriately, and 
ensure that it is discarded properly. 



How does a sch©©ll read ami official loam irec©ird 
detail rep© fit? 

At the top of each page of the official loan record detail report you will 
find the title: 



U.S. DEPARTMENT OF EDUCATION 
NATIONAL STUDENT LOAN DATA SYSTEM (NSLDS ) 

COHORT YEAR 1996 OFFICIAL LOAN RECORD DETAIL REPORT (SCHOOL) 



The first page of the report contains information about the school. This 
includes its name, address, Organization ID Number (which is the 
same as the school’s OPE [Office of Postsecondary Education] ID 
number), and the rate calculation date (also called the run date). 



See page 23 for a sample loan 
record detail report. 



Following this information, there are two horizontal rows of student 
loan information, each setoff by hashed lines. These rows contain 
column headers for the data contained in the report; each student loan 
has two rows of information . 
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Example: Find the column header SSN (Social Security 
number). It is located in the first column header row on the left 
side of the report. Students’ Social Security numbers are 
listed in this column. 



Individual student loan data are listed underthe column headers. The 
data are sorted in numerical order by Social Security number. 



A school does not select 



whether it has an FFEL Program 
cohort default rate, a Direct 
Loan Program cohort rate, or a 
dual-program cohort rate. The 
rate is determined by the 
Department on the basis of the 



types of loans that enter 
repayment in a given cohor 







Usage code 1 in the next to the last column of the loan record detail 
report identifies how a particular loan is used in the school’s official 
cohort default rate calculation. 

Usage code 2, in the final column of the report, categorizes how the 
loan is counted in each individual loan program; this is summarized in 
the Individual Program Tally on the final page of the report. The 
Individual Program Tally is NOT a school’s official cohort default 
rate — it is purely informational, to tell the school the number of loans 
identified with each loan program. There is a numerator and 
denominator count for both FFEL Program and Direct Loan Program 
borrowers if a school has loans entering repayment from each loan 
program. 



On the final page of the report, for a propirieltairy non-degree- 
granting school, the “1C” field identifies the numerator and 
denominator count of all of the school’s Direct Loan Program 
borrowers in the cohort period in question who have been under an 
income contingent repayment plan for271 days with scheduled 
monthly payments of less than $15 that result in negative amortization. 
For purposes of the cohort rate calculation, the borrower is included in 
the numerator if the 271 st day falls within the cohort period. 

If the school is NOT a proprietary non-degree-granting school, OR if it 
does not have any student loans meeting these criteria, this field will 
be zero. 

A sample of a loan record detail report is on the next two pages. 
These sample reports include explanations regarding the information 
contained in the report that relates to official cohort default rates. 
Information about these data elements is at the bottom of the pages. 




The rate shown on the final page of the loan record 
detail report, labeled “Actual Default Rate,” is a default 
rate calculated on the basis of one fiscal year of 
information. Refer to your school’s notification letter for 
your school’s official cohort default rate. 
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General Information 



Loan Record Detail Report 






Loan Status Codes 


CODE 


STATUS 






; bc 5 * \ 


Bankruptcy eiaim»Discharg^:^^f^i 


BK 


Bankruptcy Claim, Active 


" ' *■’ 


f • - Canceled T ¥ 


DA 


Deferred 


DB ;'T 

X • • f:- ’■& 

. 5 v £ ' 'V. £ V ' 


Defaulted, then Bankrupt, Active^? f 
Chapter 13 *. 


DC 


Defaulted, Compromise 


■ DD> ^ t£ 


. Defaulted, then Died X i'XITX XTIaS 


DE 


Death 


. Dl ;• .< 


Disability 4 • % 


DK 


Defaulted, then Bankrupt, Discharged, 
Chapter 13 


DL 


Defaulted, in Litigations * ••4- 4 4 ■••** 


DO 


Defaulted, then Bankrupt, Active, Other 


- > pp . .« , 


* Defaulted, Paid-in-Full^ ^ C ^ 


DS 


Defaulted, then Disabled 


DT . •- 


Defaulted, Collection Terminated ^ • * 


DL) 


Defaulted, Unresolved 


dw 


^ Defaulted, Write-Off I A J t to 1 


DX 


Defaulted, Six Consecutive Payments 


, FB , .. __ 


Forbearance .A :" • . A- A 


ID 


In School or Grace Period 


od : .v 

c ^ * ■ 


Defaulted, then Bankrupt, Discharged, ~JI; 
Other ■ ; -■ <; - f. $ 


PC 


Paid-In-Full through Consolidation 


; PF 


° . Paid-in-Full ’ A . 1 . t t-, it 


RF 


Refinanced • 


; rp 


In Repayment; , < •* ; A . ‘A - a ^ 


.1 Ul 


• , «t' 

Uninsured/Unreinsured 

1 
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General Information 



Loan Record Detail Report 



Claim Reason Codes 


CODE 


STATUS 


BO 


li^^FFEL Bankruptey,Chapter13 7 : "f 

FFEL Bankruptcy, Other 


I GS 


.ijECe|oS^^^Qfti-^. ; •■ V. : !. --I : 


DC 


FFEL Cured Default 


s ' ‘ y; - r ^D' D ; ;; V; > v ^ I#** % 
Ll 


Tfrtlf If DeathT TCCTYTC 7^1. T 


DF 


FFEL Default 






FC 


FFEL False Certification 




i Rp^^Eoan, 1 ncome Contingent Negatfve 

4* . ;|/ ‘ $s ■: ..-v V' v4 ' ••• .» : '> ■•$ 


IX 


Direct Loan, Defaulted Income 
Contingent Negative Amortization (with 
the Department) 
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General Information 



Loan Record Detail Report 



[Request for 

LOAM RECORD DETAIL REPORT 




Please TYPE or PRINT the following to ensure proper delivery. 

OPE ID#: 

School Name: 

School Mailing Address: 



Telephone number: ( ) 



Choose ONE format: 




Choose ONE Doan record detail report: 


□ Print Out (Hard Copy) 




□ FY 1996 Official Cohort Default Rate 


OR 




OR 


□ 3.5" Diskette 




□ FY 1994, FY 1995, and FY 1996 






Official Cohort Default Rates 




The loan record detail report can only be requested once. Please provide 
the signature, name, and title of the authorizing official making this request. 
Please note that your school must request the loan record detail report from 
the Department within 10 working days of receiving its official cohort 
default rate notification letter. Please allow at least two weeks from the time 
the Department receives your school’s request for your school to receive the 
loan record detail report. 



Name of Official: 

Title of Official: 

Signature of Official: 
Date: 



If sent by commercial overnight mail/courier 
delivery, send your request for loan record detail 
report to: 

U.S. Department of Education 

Default Management Division 

Attn: Request for Loan Record Detail Report 

ROB-3, Room 3905 

7th and D Streets, SW 

Washington, DC 20202-5353 

FY 1996 Official Cohort Default Rate Guide 



If sent by U.S. Postal Service, send your request for loan 
record detail report to: 

U.S. Department of Education 

Default Management Division 

Attn: Request for Loan Record Detail Report 

ROB-3, Room 3905 

600 Independence Avenue, SW 

Washington, DC 20202-5353 
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With one exception, to appeal your school’s official cohort 
default rate, your school must be subject to sanctions. 

The exception: A school with an FY 1996 official cohort 
default rate of 20.0 percent or greater may submit an appeal 
on the basis of improper loan servicing and collection. 



There are three types of appeals: 
o erroneous data, 

o improper loan servicing and collection, and 

o exceptional mitigating circumstances. 

The appeal eligibility worksheet following these tips can help 
your school determine if it qualifies to submit any of these 
appeals. If your school is submitting an appeal, please 
thoroughly read the relevant appeal sections beginning on 
page 43. 



In addition to the three types of appeals noted above, a school 
may submit a request for adjustment. To submit a request for 
adjustment, your school does NOT have to be subject to 
sanctions. Rather, your school may submit a request for 
adjustment if, during the draft data review process, a guaranty 
agency or Direct Loan servicer correctly agreed to make a 
correction to your school’s data BUT the correction does not 
appear in your school’s official loan record detail report. 



Sanctions are specific 
restrictions on your school’s 
participation in Title IV federal 
student financial assistance 
prognariw:i See page VJ for a 
specific discussion on the types 
of sanctions that may occur 
based on your cohort default 
rate. 
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Appeals 



A t-A - Glance In forma tion 



Timim 



Timiinig is critical. If your school fails to meet established 
deadlines, the U.S. Department of Education (Department) will 
NOT review your school’s appeal or requestforadjustment. 

When a number of days is given (for example, “within 10 
working days”), it means the information must be SENT 
to the Department within the stated time period. If the 
submission due date falls on a weekend or a federal 
holiday, a school may send the information to the 
Department no laterthan the next federal business day. 

Proof of Delivery 




The Department will not accept 
any appeal correspondence by 
facsmile (fax) or e-mail. 



The Department recommends that your school send all appeal 
correspondence return receipt requested or via commercial 
overnight mail/courier delivery. This will be useful to your 
school if it is asked to authenticate the timeliness of its appeal. 





irfmeni 



Wheneveryour school sends correspondence to a guaranty 
agency and/or Direct Loan servicer, it must simultaneously 
send a copy to the Department’s Default Management Division 
at the address in Appendix C. 



Withdrawing an Appeal 

If your school decides to withdraw an appeal, it should notify the 
Department, in writing, and send a copy to the relevant 
guaranty agencies and/or Direct Loan servicer. Please see 
page 1 67 for information on withdrawing an appeal. 



Finn 





n 



Appealing your school’s official cohort default rate to the 
Department is the only administrative review available to your 
school. The Department’s decision is final and no further 
administrative review is provided. 
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Any school may request that the Department adjust its FY 1 996 
official cohort default rate if: 

(1 ) it submitted a challenge of its draft cohort default rate data to a 
guaranty agency and/or Direct Loan servicer during the FY 
1996 draft data review process, 

AND 

(2) the guaranty agency and/or Direct Loan servicer correctly 
agreed to make changes to the cohort default rate data during 
the d raft data review process , 

BUT 



m 

=j 

yy 

(QL 

(QL 



A school does NOT have to be 
subject to sanctions to request 
an adjustment 



(3) the changes are not reflected in the school’s FY 1 996 official 
loan record detail report. 




The draft data review process is the opportunity 
provided to schools to review and correct cohort default 
rate errors with the guaranty agencies and/or Direct 
Loan servicer before the official cohort default rates are 
calculated. Refer to the Department’s FY 1996 Draft 
Cohort Default Rate Review Guide for additional 
information on this process. 



A request for adjustment assures that a school’s cohort default rate 
calculation reflects changes that were correctly agreed to during the 
draft data review process. 



i school: submit a 
request for adjustment because 
incorrect new data appeared in 
the official loan record detail 
report? 

No, your school can 
only submit a request for 
adjustment if your school 
challenged draft data during the 
draft data review p rocess and 
the guwahty agency and/or 
Direct Loan servicer agreed to 
make the changes but the 
changes were not reflected in the 
FY 1 996 official loan record 
detail report. However, your 
school may be eligible to file an 
erroneous data appeal on the 
basis of incorrect new data. See 
page 43. 
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Appeals 



Request for Adjustment 



Ds si roqu@sf foir adjysttmemit si type of erroneous 
data appeal? 

No. A request for adjustment is not a type of erroneous data appeal. 
Erroneous data appeals concern disputed data or incorrect new data. 
See page 43 for more information on erroneous data appeals. 



Does my school have to be subject to 
samcfooims to deepest aim adjusfmemf? 



A school does NOT have to be subject to sanctions to request an 
adjustment, but it must meet the three eligibility requirements 
described on the previous page. 




A school may be eligible to submit both a request for 
adjustment and an erroneous data appeal. If a school is 
submitting both, the two have different deadlines and 
standards, and they MUST be submitted separately. 

See page 43 for more information on erroneous data 
appeals. 




All schools with an FY 1996 
official cohort default rate of 
1 1 .0 percent or ’ 

receive the FY 1996 official 
loan record detail report with 
theFY 1996 official cohort 
default rate notification letter. 



Important: At this point, 
schools have 10 working days 
to act. 



: What a ire fhe ftime frames amd procedures for 
submitting a request for adjustment? 

Timing is critical. Within 10 working days of receiving its official 
cohort default rate notification letter, your school must: 

o request the loan record detail report from the Department if 
your school did not receive the loan record detail report with its 
official cohort default rate. (See request form on page 27.) 

Within 10 working days of receipt of the official loan record detail 
report, your school must: 



o compare the guaranty agency and/or Direct Loan servicer 
response(s) from the draft data review process to its official 
loan record detail report, 

AND 
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0 if it discovers that a change a guaranty agency and/or Direct 
Loan servicer correctly agreed to make during the draft data 
review process was NOT made, 

THEN 



o it may submit a request for adjustment to the Department. 

Your school’s request for adjustmentto the Department must be sent 
within 10 working days of receiving its official cohort default rate 
loan record detail report. 



If your school does not meet this 10-working-day deadline, the 
Department will NOT reviewtherequestforadjustment. 




The Department recommends that your school submit a request for 
adjustment in a single, tabbed binder, and mail it return receipt 
requested or via commercial overnight mail/courier delivery. 

The recommended tabs and materials are shown on the next page. 



The Department tracks receipt 
of all notification letters and 
loan record detail reports. 



May my school 
submit its request for 
adjustment with its erroneous 
data appeal and/or improper 
loan servicing appeal? 

A. No. Your school’s 
request for adjustment must be 
submitted separately and 
within 10 working days of 
your school receiving its 
official loan record detail 
report. 
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A school does NOT need to 
submit its loan record detail 
report to the Department. 



i 



The section behind Tab 1 contains: 

0 a letter on your school’s letterhead with — 
your school’s OPE ID number; 

<%> a statement indicating that your school is submitting a 
request for adjustment; 

❖ the current fiscal year to which the request for adjustment 
applies; 






<%> the signature of your school’s President/CEO/Owner, 
followed by a signature block providing the signer’s name 
and job title; 



AND 



❖ a notation that a copy of the cover letter is being sent to 
the relevant guaranty agency and/or Direct Loan servicer. 

(See the sample letter for FY 1996 Request for 
Adjustmentonpage39.) 

The section behind Tab 2 contains: 

<0 a list of all loans that qualify for an adjustment. (Use 

spreadsheet FY 1996 Loans Requiring Adjustment on page 
41, or its equivalent.) 



The section behind Tab 3 contains: 

o a copy (or copies) of the original letter(s) and applicable 
attachments from the guaranty agency and/or Direct Loan 
servicer indicating that it agreed to make changes during the 

draft data review process. 



Tab 2 



jtab 


3 1 







I 
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If sent by commercial overnight mail/courier delivery, send your 
school’s request for adjustment to: 

U.S. Department of Education 
Default Management Division 
ATTN: Requestfor Adjustment 
ROB-3, Room 3905 
7th and D Streets, SW 
Washington, DC 20202 

If sent by U.S. Postal Service, send your school’s requestfor 
adjustment to: 

U.S. Department of Education 
Default Management Division 
ATTN: Requestfor Adjustment 
ROB-3, Room 3905 
600 IndependenceAvenue, SW 
Washington, DC 20202-5353 

The Department will reviewonly the relevant information submitted in 
the requestfor adjustment and will not consider information 
postmarked after the 10-working-day deadline. The Department will 
send the school and each involved guaranty agency and/or Direct 
Loan servicer written notification of its decision. The Department’s 
decision is final and no further administrative review is 
provided. 





The Department will not accept 
any appeal corresjk>ndence by 
facsimile (fax) ore-mail. 



The Department recommends 
sending all correspondence return 
receipt requested or via 
commercial overnight mail/courier 
delivery. 



1 The Department accepts 
deliveries from commercial 
couriers and/or hand deliveries 
Monday through Friday, 8:00 
a.m. to 4:30 p.m. (Eastern 
Time). 
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Our Town A&M University 

1212 Bell Lane'' - /tCp - CpCpC:: ^ 

Leonardtown, Wisconsin 12345-6789 
(123) 456-7890 j 



■ t v x *<? •* . 



Sample Letter 



NoyjemberS, 1998 



U S. Department of Education 
Default Management Division 
ATTN: Requestfor Adjustment 
ROB-3, Room 3905 
600 IndependenceAvenue, SW 
Washington, DC 20202-5353 



OPE ID#: [insert OPE ID#] 



Subject: FY 1996 Request for Adjustment 






' ■' 

' - > '■ ’■ . 



■ ' ^ i " * »* 



To Whom It May Concern: 



its FY 1996 official cohort default rate. 

Thankyouforyourconsideration. 
Sincerely, 

“Doe 



John Doe, President 
OurTown A&M University 






; Enclosures i -f 

cc: Direct Loan Servicer 

StateGuaranty Agency 
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If, due in part to your school’s FY 1 996 official cohort default rate, your 
school is subject to the loss of FFEL Program and/or Direct Loan 
Program eligibility or subject to possible action to limit, suspend, or 
terminate participation in all Title IV federal student financial 
assistance programs, it may file an erroneous data appeal 1 if: 

o there are disputed data remaining from your school’s 
challenges during the draft data review process 



AND/OR 



o there are incorrect new data appearing in your school’s 
official loan record detail report. 



Disputed data and incorrect new data are explained in detail 
beginning on page 46. 




The draft data review process is the opportunity 
provided to schools to review and correct cohort default 
rate errors with the guaranty agencies and/or Direct 
Loan servicer before the official cohort default rates are 
calculated. Referto the Department’s FY 1996 Draft 
Cohort Default Rate Review Guide for additional 
information on this process. 



A school must be subject to 
sanctions to submit an appeal 
on the basis of erroneous data. 



In order to appeal, a school 
must prove that the recalculated 
rate using the corrected data 
would, by itself or in 
conjunction with an improper 
loan servicing appeal, produce 
an official cohort default rate 
lower than the applicable 
sanction threshold. 



What Is aim eonromieous data appeal? 

An erroneous data appeal is a challenge submitted to the Department 
alleging that a school’s official cohort default rate is inaccurate 
because of incorrect data. 2 



1 . HEA 435 (a)(2)( A)( i) and 34 CFR § 668. 1 7(c)( 1 )(i) 

2. 34 CFR § 668.17(c)(1X0(A) 
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“Outside sources” that a 
school will want to review 
include, but are not limited to, 
records of lenders, students, 
guaranty agencies, the Direct 
Loan servicer, or other schools 
where former students 
enrolled. 



Wfoatt a ire amroimeoys dafta? 

Erroneous data refers to various types of student loan information used 
to calculate your school’s official cohort default rate that do not match 
your school’s records and/or information from outside sources that your 
school believes are incorrect. 

Examples of erroneous data would be if, in reconciling the official loan 
record detail report against its attendance records, your school 
discovers that: 



0 some students are not reported correctly in the official cohort 
default rate calculation 

AND/OR 

0 some students are omitted entirely from the calculation. 

Erroneous data may be “disputed data” and/or “incorrect newdata," 
both of which are discussed in detail beginning on page 46. 



fls si ir©qy@s£ for adjygtememift a type @f <SFT©ne©ys 
data app®al? 



No, a request for adjustment is NOT an erroneous data appeal. 

l 

A request for adjustment concerns data that the guaranty agency and/or 
Direct Loan servicer agreed to change during the draft data review 
process but failed to do so. See page 33 for additional information on 
req uests for adjustments. 




A school might qualify to submit both an erroneous data 
appeal and a request for adjustment. If a school is 
submitting both, the two have different deadlines and 
standards, and they must be submitted separately. 
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D©@g my school lhav® to lb® §ufo>j®<Dft to 
saim©l£ii©im§ to sybmiilt aim ®GT©im®©ys datta app®aD? 



Yes, only schools that are subject to sanctions may submit an 
erroneous data appeal. These sanctions are: 

o initial loss of FFEL Program and/or Direct Loan Program 

eligibility . 3 

OR 

o extended loss of FFEL Program and/or Direct Loan 
Program eligibility . 4 

AND/OR 

o possible action to limit, suspend, or terminate (LS&T) 
eligibility to participate in all Title IV federal student 
financial assistance programs . 5 

Ds my s©(b©©D ©DDgjolbD© to foil® aim enroimeous datta 
app®all? 

Your school may file an erroneous data appeal if: 

(1 ) it is subjectto sanctions, 

AND 

(2) it believes that disputed data or new data used in calculating 
its cohort default rate are incorrect, 

AND 

(3) recalculating the rate using corrected data would produce an 
official cohort default rate lowerthan the applicable sanction 
threshold, 

AND 

(4) it has not previously appealed the official cohort default rate at 
issue on the basis of erroneous data 6 . 



3. 34 CFR§ 668. 17(b) 

4. Id. 

5. 34 CFR§ 668. 17(a)(2) 

6. 34 CFR§ 668.17(i) 



Please see page 1 7 for 
additional information on 
sanctions. 



The official cohort default rate 
may be reduced below the 
sanction threshold eithdr by the 
results of an erroneous data 
appeal or by combining the 
results of an erroneous data 
appeal with the results of an 
improper loan servicing appeal. 



A school may appeal a specific 
fiscal year cohort default rate 
only once based on erroneous 
data. 
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Allegations of disputed data 
must be addressed to the 
relevant guaranty eigen cy and/or 
Direct Loan servicer during the 
official cohort default rate 
appeal process. These 
allegations must be submitted 
to the guaranty agency and/or 
Direct Loan servicer within 1 0 
working days of receiving your 
school’s official cohort default 
rate. 



Page 46 

o 




Wlhiaft are “disposed datta” amd “Smcoinreclt mew 
dafta”? 



Disputed data and/or incorrect new data are the two grounds on which 
sanctioned schools may appeal allegations of erroneous data. 

5 Appealing disputed data from the draft data review 
process— When your school challenges data during the draft 
data review process, a guaranty agency and/or Direct Loan 
servicer does not always agree that there is an error. After 
release of the official cohort default rate, your school may 
appeal on the basis of disputed data if: 

v your school challenged errors during the draft data review 
process 

AND 

❖ the guaranty agency and/or Direct Loan servicer did not 

agree with the errors your school alleged 
AND 

❖ your school believes that the guaranty agency and/or Direct 
Loan servicer draft data response to the errors your school 
alleged is incorrect 

AND 

❖ the alleged errors are included in the calculation of your 
school’s official cohort default rate 

AND 

❖ your school is subject to sanctions. 
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o Appealing on the basis of incorrect new data — Because 
the National Student Loan Data System (NSLDS) is updated 
regularly with new information from several sources, your 
school’s official loan record detail report may differ from the 
draft loan record detail report. Your school may appeal to the 
Department on the basis of incorrect new data if: 

♦♦♦ your school discovers that the information on its loan record 
detail report has changed since the draft data review 
process, 

AND 



* your school determines that the changes did not result from 
itsdraftdata review process challenges, 

AND 

♦♦♦ your school believes the new information is incorrect 
AND 

♦♦♦ your school is subjectto sanctions. 

If the official data remain the same as the draft data, 
and your school did NOT challenge the draftdata during 
the draft data review process, it may NOT now appeal 
the data . 7 If these data issues are appealed to the 
Department, they will NOT be reviewed. 




The checklist on the next page summarizes the eligibility criteria for an 
erroneous data appeal. Review the checklist to determine your 
school’s eligibility to appeal on the basis of erroneous data. 




7. 



34 CFR§ 668.170(7) 
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Vi. Dismited data and inrnirert^ ' ^ 



new data are explained ; 



beginning on page 46. 

^ J'rti j *■ * " 




To be eligible to appeal its official cohort default rate on the basis 
of erroneous data, your school must meet ALL of the following 
criteria: 

O Your school is subject to sanctions — 

O initial FFEL Program/Direct Loan Program loss 
OR 

O extended FFEL Program/Direct Loan Program loss 
AND/OR 

O possible action to limit, suspend, or terminate (LS&T) 
eligibility to participate in all Title IV student financial 
assistance programs 

O Your school believes that its official cohort default rate is 
inaccurate because of — 

O disputed data from the draft data review process 
AND/OR 

O incorrect new data 

□ Your school’s appeal, if it is successful, results in a 
recalculation reducing its official cohort default rate below 
the sanction level. (Your school’s appeal may be on the 
basis of erroneous data or on the basis of a combination of 
erroneous data AND improper loan servicing.) 

□ YourschoolhasNOT previously appealed the official cohort 
default rate at issue on the basis of erroneous data 
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Which cohort default rates may my school 
appeal? 



The sanctions your school is subject to determine which cohort default 
rates your school may appeal on the basis of erroneous data. 

o if your school is subject to initial loss of FFEL Program and / 
or Direct Loan Program eligibility, it may appeal any or all of 
the three most recent official cohort default rates on which the 
loss of eligibility is based— as long as it has not previously 
appealed that fiscal year’s official cohort default rate calculation 
on the basis of erroneous data. This year, your school may 
appeal its FY 1994, FY 1995, and FY 1996 cohort default rates. 

o If your school is subject to extended loss of FFEL Program 
and/or Direct Loan Program eligibility, it may appeal only 
the most recent year’s (FY 1 996) official cohort default rate. 



If my school is 
appealing FY! 1994; FY 1995, 
and FY 1996 official cohort 
default rates on the basis of 
erroneousda^sl^ 
three seppate appeals to the 

Department? 

A & No, all erroneous data 
appeals must be submitted to 
the Department in the same 
mailing. 



o If your school is subject to possible action to LS&T its 
participation in all Title IV federal student financial 
assistance programs due to its FY 1996 official cohort 
default rate, but it is not subject to initial loss of FFEL Program 
and/or Direct Loan Program participation, it may appeal only 
the FY 1 996 cohort default rate. 




If your school is NOT subject to sanctions, yourschool is 
not eligible to file an erroneous data appeal with the 
Department and, if filed, the Department will NOT review 
it. Your school may, however, be eligible to file a 
request for adjustment. (See page 33 for details.) 
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If my school is 
subject to both initial loss of 
FFEL Program/Direct Loan 
Program eligibility and 
LS&T, which official cohort 
default rates may my school 
appeal? 

Your school may 
appeal itsFY 1994, FY 
1995, andFY 1996 official 
cohort default rates, as long 
as it has not previously 
appealed that year's official 
cohort default rate 
calculation on the basis of 
erroneous data. 



The following table summarizes the official cohort default rates that 
your school may appeal on the basis of erroneous data. 



Official Cohort Default Rates That May Be 
Appealed on the Basis of Erroneous Data 


, f If your school is subject to... 


Your school may... f 1 


No sanctions 


NOT appeal 


Initial FFEL/Direct Loan Program loss 


appeal FY 1994;* FY 1995,* 
and FY 1 996 1 


Extended FFEL/Direct Loan Program 
loss 


appeal FY1996 


j LS&T only ■ 


appeal FY 1996 



Provided that your school has not previously appealed that year's cohort default rate 
on the basis of erroneous data. 



If, as the result of an erroneous data appeal, the Department 
determines that incorrect data were used in calculating your school’s 
official cohort default rate, the Department will recalculate the rate 
using the corrected data. (The official cohort default rate calculation is 
explained on page 7.) This may lower, raise, or not affect your 
school’s official cohort default rate. 
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y®w do adding amid sybtaettomig l®amis 1 
c©b®mft default mate calculation) mn 

scfa®®i 5 s official cofaomt deffaylft mate? 


Fmom the 
iy 


?5Are there other loans for the :• 
III -same borrower that are 
CORRECTLY included in the 
CDR calculation? 


If your school’s erroneous ■ 

■i data appeal results irL§\.'!"j 


fig then the 
following 
il change to the 
1 cohort default 
rate results: 


If the borrower has 
no other loans 
in the CDR calculation 


adding a defaulted loan 


+B 


adding a non-defaulted loan 


+D 


subtracting a defaulted loan 


-B 


subtracting a 

non-defaulted loan 


-D 1 


changing a defaulted loan 
to a non-defaulted loan 


-N 


If the borrower already has 
only non-defaulted loan(s) 
in the CDR calculation (D) 


adding a defaulted loan 


+N 


adding a non-defaulted 
loan 


no effect 


subtracting a 
non-defaulted loan 


no effect 


If the borrower already has 
defaulted loan(s) 
in the CDR calculation (B) 


adding a defaulted loan 


no effect 


adding a non-defaulted 
loan 


no effect 


subtracting a defaulted 
loan 


no effect 


subtracting a 
non-defaulted loan 


no effect 
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ICDR ^ Cohort Default Rate 

N = Numerator 

■ . 1 . 
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Wlhisift roB© d©es a guaranty agency or Direct 
L©an servicer [have in my sdh©©B’s err@ne©us 
data appeaB t© tlhe Department? 

A guaranty agency 8 and/or Direct Loan servicer is required to 
respond to your school’s timely request for verification of error 
involving student loans that it guaranteed/serviced and that were 

included in your school’s official cohortdefault rate calculation within 

15 working days of receiving your school’s request. 



If the guaranty agency and/or Direct Loan servicer doesn’t respond 

within 1 5 working days, advise the Department, in writing of the 
delay. 




A delayed response from a guaranty agency 9 or Direct 
Loan servicer does not jeopardize your school’s appeal 
rights provided that your school timely requested the 
verification and that your school provided a copy of the 
request to the Department when it made the request. 



In its response to your school’s letter, the guaranty agency and/or 

Direct Loan servicer will address your school’s allegations. 



There are a number of reasons why a guaranty agency and/or Direct 
Loan servicer might not agree with your school’s allegations of error. 
Forexample, yourschool might have: 



o made only general allegations about the loan record detail 
report and/orthe official cohortdefault rate calculation, 

o failed to notify the guaranty agency and/or Direct Loan servicer 
of a student’s change in status in a timely manner, 

o failed to provide supporting documentation for an allegation, 
OR 



0 failed to send allegations of error to the guaranty agency and/ 
or Direct Loan servicer within the 10-working-day time frame 
required by regulations. 



34 CFR §682.40 l(b)( 15) 
34CFR §668. 17(c)(8) 



57 



FY 1996 Official Cohort Default Rate Guide 



